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Mr. Jacospy: The momentous 
sroblem facing Congress meeting two 
eeks from tomorrow is aid to Eu- 
cope. Senator Robert Taft says that 
the proposed Marshall Plan of eight 
pillions for aid to Europe in 1948 is 
‘beyond all reason.” Senator Taft 
says that there is no hope for the fu- 
ture in an international WPA. Presi- 
dent Truman says that we must do 
all that we can to support free men 
and free governments throughout 
the world. 

To begin this discussion, I want to 
ask what the Marshall Plan is. 

Mr. Tayrtor: There is no Marshall 
Plan; there is a Marshall approach. 
There will not be an American plan of 
any sort until after Congress has 
acted. Most people think that the 
Marshall approach represents the 
xey to our foreign policy for an indefi- 
dite period, certainly for the next 
‘our years. - 

Mr. Jacosy: Can the United 
3tates afford aid under the Marshall 
Plan? 

Mr. Hoover: Everybody in the 
Jzited States is asking that question 
and very properly asking it. My 
inéwer is, “Yes, we can afford it.” 
3ut I say that only because I think 
hat the plan is so necessary and be- 


* 


How Much American Aid 
for Europe? 


cause | think that there is a reason- 
able chance that we can get the re- 
sults from it which we intend. 

Mr. Taytor: Can we give aid to 
Europe and have tax reduction, too? 

Mr. Jacosy: I must answer that 
in the negative. We now have an ex- 
cessive demand which is causing ris- 
ing prices in the United States; and it 
seems clear to me that, unless a reces- 
sion should appear, we cannot cut 
taxes and at the same time support 
the Marshall Plan aid which is con- 
templated. 

There is also another issue in- 
volved in this problem. Should we 
require these sixteen European coun- 
tries, which have considered what 
they need from the United States, to 
abolish their nationalization schemes 
and their socialism if they are to re- 
ceive aid from America? 

Mr. Hoover: My answer would 
be an emphatic “No.” And there are 
many reasons why this is so. It would 
certainly be playing into the hands of 
Soviet Russian propaganda if we 
laid down any such condition for our 
loans or grants. It would even, I be- 
lieve, arouse considerable doubt and 
suspicion among our own people that 
we were interfering unduly in the 
affairs of foreign countries. In my 
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opinion, it would undermine the plan 
to such an extent that the success of 
it would be in the greatest jeopardy. 

Mr. Jacosy: Let me ask a related 
but somewhat different question: 
Should the United States give money 
to any European government which 
turns Communist? 

Mr. Hoover: That is a question 
which I will answer in a way which 
may seem an exception to what I 
have said before. 

I would certainly say that no aid 
should be given to a country which 
has a Communist government. I say 
that not because of objection to com- 
munism as such (which, of course, I 
personally have). If the country 
wished to adopt communism by a 
free vote, that would be one thing; 
but I know of no country which has 
ever adopted communism by a free 
vote, and I am sure that there is no 
country in Europe which would do 
so. So, we know that if a Communist 
government came into power, it 
would do so only by means of some 
sort of coup of force. Furthermore, I 
know of no country where the Com- 
munist party, having once seized 
power, ever again permitted a free 
vote. A totalitarian state, as has been 
said, is indeed a cell with no exits. 
Because of that I would say that 
every penny of aid should be cut off 
if any country actually goes Com- 
munist. 

Mr. Jacosy: The purpose of the 
Marshall Plan is to aid in the recon- 
struction of free societies. 

Can we justify something like 
twenty billions of dollars of aid to 
Europe solely on humanitarian 
grounds? 

Mr. Taytor: Actually, that is 
not the Marshall approach. The Mar- 


_tarian aid. 


shall approach is a self-help plan for 
Europe and other areas. There is the /: 
situation which resulted from the 
crop failure and the very hard win- i 
ter. So that one can segregate the ¢ 
things which grew out of those cir- jj 
cumstances and say that they might /! 
be considered humanitarian; but, be- «: 
yond that, I do not think that the ii 
Marshall Plan contemplates humani- jj 

is 
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Mr. Hoover: I would like to refer 


lions of dollars. 

Mr. Hoover: Is the Marshall 
Plan simply a continuation of the’ 
“Operation Rat Hole’? 

Mr. Jacoxsy: No, I must answer 
that emphatically in the negative. 4 
American aid, I believe, is essential} 
to the reconstruction of a free and 
progressive European society; with- | 
out such a society in Europe, Ameri-' 


T 
I 


perity. There are risks involved in the | 
Marshall Plan, just as there were}) 
great risks taken during the war; and, || 
because there are, skepticism of it is | 
very healthy. 
Let us get skeptical ourselves here: 
today and examine the question in a | 
little more detail. How much does 
Europe need? We know that sixteen 
European nations met at Paris and 
produced a report. What amounts did 
they ask for from the United States) 
in that report? } 
*See Herman Finer, Lloyd Metzler, | 
and Theodore W. Schultz, The ein 
of the Marshall Plan, a University of Chi-| 
cago Rounp TaBLe pamphlet, No. 498, 
broadcast October 5, 1947. The pamphlet 
features a special thirty-two-page supple- 
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Mr. Taytor: You get some over- 
all figures which, in my opinion, can- 
‘not be accurate. One can talk about 
‘twenty-two billion; talk about twen- 
‘ty, or around in there; but experience 
iwith figures of that character, par- 
ticularly when they are projected 
over a long period, has proven that 
they are pretty uniformly unsatis- 
factory. What was clearly demon- 
strated was that immediate aid was 
urgently required and needed in the 
form of food, fuel, and so on and that 
the long-range reconstruction of Eu- 
‘rope, which has had a fair start in 
some points, actually has not been 
‘touched. 

Mr. Jacosy: During 1948 the 
Paris Report calls for, I believe, 
about eight billion dollars from the 
United States, both directly and in- 
directly. What are the principal 
commodities which would be import- 
ed by Europe under this aid? 

Mr. Hoover: Of course, heading 
the list would be food. Food, fuel, 
fertilizer, agricultural machinery, and 
a number of items which would build 
up the capital equipment of the 
countries are the important items. 
But the large bulk of it, to begin 
with in particular, is food, fuel, and 
fertilizer. 

Mr. Jacosy: And these happen 
today to be the very commodities 
which are in the shortest supply at 
home. 

Mr. Hoover: That is right. 

Mr. Taytor: If there had not 
been a crop failure in Europe this 
year and if we looked simply at the 
long-range figures in the Marshall 


mént of the important excerpts from the 
Report of the Paris Conference on the 
Marshall Plan. 


Plan, do you think that the situation 
would be as serious as it is? 

Mr. Hoover: It certainly would 
not be as serious as it is now. There 
is no doubt about it. Nevertheless, 
Europe is going to need considerable 
amounts of food even though pro- 
duction were restored to something 
like normal. In other words, the 
needs are not wholly a result of the 
present crisis, which immediately is 
the result of the poor crop last year. 

Mr. Jacosy: Are they not partial- 
ly the result of the fact that Europe 
is split in twain by an iron curtain 
and that from east of the iron curtain 
a good deal of food formerly came for 
the western areas about which we are 
speaking? 

Mr. Hoover: That cannot be 
denied. Indeed, I would say that that 
is the basic cause of the situation 
which exists in Europe at the present 
time. These other things which have 
been mentioned are of an emergency 
sort, but if one were to pick out one 
fact or circumstance, it would be the 
splitting of Europe down the middle 
which produces the present basic 
crisis. 

Mr. Jacosy: Aid of this kind, 
eight billion dollars in a single year, 
is going to be questioned, it seems to 
me, on a number of points. For ex- 
ample, we have already set up, in the 
International Bank in which the 
United States is a large subscriber, 
an institution for the reconstruction 
and development of foreign areas. 
There are, I think, some eight billion 
dollars of lending power, potentially, 
in that bank. I am hearing it said on 
many sides that what the United 
States really ought to do is to extend 
emergency relief as a gift in the form 
of fuel and food this winter and then 
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count upon the International Bank to 
make good Europe’s needs for ma- 
chinery and reconstruction and de- 
velopment. 


Mr. Taytor: Experience has 
proven that the International Bank’s 
being able to finance large-scale re- 
quirements of this character depends 
upon its ability to sell its securities in 
the American market. Up to now, 
while it has had success with one 
comparatively small issue, I do not 
think that any real analyst of the 
market possibilities would feel that 
it would be possible to float Interna- 
tional Bank securities in this market 
in the amounts indicated without 
materially changing the provisions of 
the International Bank itself. 


Mr. Jacosy: What you are say- 
ing, in brief, I take it, is that what 
Europe really needs is not bankable 
loans? 

Mr. Taytor: Not necessarily. I 
think that there are a group of thor- 
oughly bankable or investment situa- 
tions which can be worked out of the 
European pattern, but those will 
take time. 

Mr. Jacosy: Do you agree, 
Hoover, with the view that some- 
thing beyond International Bank 
loans is required? 

Mr. Hoover: Oh, I think that 
there is no doubt of it at all. Of course, 
there is the need for food, fuel, and 
fertilizer, which has already been 
referred to and which cannot possibly 
be handled through the International 
Bank. But even the needs for raw cot- 
ton and a great many other commodi- 
ties of that sort are not mainly of a 
kind which could be handled by the 
International Bank; and certainly 
the funds of the International Bank 


would not be large enough to meet 
these needs. 

Mr. Jacosy: There is another ar- 
gument which is voiced widely today. 


It is said that, after all, recovery in | 


European production—in France, 


Belgium, the Netherlands, and Eng- | 
land—has been pretty rapid. Produc- | 


tion in France is up to about 85 per 


cent of prewar; in England it is prob- 


ably past prewar. Therefore, it is 
argued, perhaps the real problem is 
not one of aid from the United States, 
but it is rather a problem of internal 
stability. These countries have to 
balance their budgets, prevent infla- 
tion of the currency, and get a stable 
price level. Once that happens, goods 
will come out of hiding; investors will 
be willing to invest; and the econo- 
mies will get running again. 

Mr. Hoover: To a certain extent 
that is quite true. I would not under- 
estimate at all the importance of in- 
ternal stability and financial and cur- 
rency reform. It is an absolute neces- 
sity. But it will be almost impossible 
to carry that out without American 
aid. 

Furthermore, I think that there is 
some tendency to overestimate the 
degree of European economic re- 
covery in some of the countries. 
Those statistics are based largely on 
general averages, whereas if we look 
at agriculture, if we look at the pro- 


duction of coal and the production of } 


the textiles, also in the United King- 
dom, we find that production is not 
up to normal. So that those figures 


are to some extent, I believe, exag- | 


gerated. 

Mr. Jacosy: Let us be specific. 
France produces a great deal of food. 
Is it not probably true that the 
French peasant is not taking his food 
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to market because he would be paid 
in depreciating francs? If he felt that 
the franc were a stable currency 
which would have real buying power 
in the future, do you not think that 
France might get more food coming 
into its urban areas, and the French 
food problem would be on its way to 
solution? 

Mr. Taytor: That is exactly the 
point which should be made about 
stable buying power. When the 
French peasant will not take francs, 
it means that he is not able to buy in 
return for his wheat, regardless of 
what the price is, what he needs. I 
also think that there has been a great 
underestimation of the destruction, 
particularly of consumer goods in 
those areas. There is practically a 
six-year backlog of consumer de- 
mands. 

Mr. Hoover: That works out in 
this fashion: The French farmer does 
not deliver his grain at a fixed price 
to the government in francs which 
have a doubtful value. Instead he 
feeds his grain to meat animals and 
sells the meat animals on the black 
or gray market. Until there is cur- 
rency reform, it will be almost im- 
possible to remedy that situation. 

Mr. Jacosy: That seems to me 
most important. I believe that the 
amounts of aid asked for at the Paris 
Conference could be scaled down con- 
siderably if we had real stabilization 
—stable currencies and stable price 
levels—in the European countries 
themselves. 

There is another argument which 
is often made. Here we shall be ex- 
porting hundreds of millions of dol- 
lars of machinery and equipment to 
build up the industries of Europe. 
Are we not really cutting off our 


heads in the future by building up ¢/ 
foreign competition for American in- +! 
dustry? 

Mr. Taytor: That seems sort of }! 
asinine to me, because, unless we can /) 
restore production in Europe, we 
have to continue backing up their » 


duction during the period in which | 
we built up our greatest power. I do }) 
not see anything to worry about. 11 

Mr. Jacosy: And we had profit- || 
able trade with Europe for a hun- }, 
dred years. i! 

Mr. Taytor: We certainly did. |} 

Mr. Jacosy: So that argument, I |, 
agree, evaporates. i 

Finally, there is the question of | 
whether the Marshall Plan will really () 
only help Socialist governments carry | 
out their collectivistic schemes and |. 
will not result in the creation of a free 
European economy. What do you | 
think the chances are on that? i 

Mr. Hoover: I do not think that | 
anyone can say whether Europe is © 
going to go Socialist or will return to | 
something more like free-enterprise } 
capitalism. What I am sure of is that | 
they will move in the direction of a _ 
collectivist society more rapidly if) 
they do not get aid. Whatever chance 
there is of their maintaining some de- | 
gree of free-enterprise capitalism 
most certainly depends upon carry- / 
ing out the Marshall Plan. 

Mr. Jacosy: We seem to have 
agreed that Europe does need aid on | 
a large scale, although perhaps not + 
quite as large as the Paris Conference © 
made out. f 

The question then arises of how | 
much aid the United States can wise- 
ly extend. What is the cost going to | 
be? Within the last two weeks, two 
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presidential commissions have spok- 
en on that subject. Secretary of the 
Interior Krug has headed a commit- 
tee which reported on the impact of 
such an aid program on our national 
resources and production. Taylor, do 
vou think the Krug Committee came 
eut with the right answers ?? 

Mr. Taytor: So far as the physi- 
cal resources go it is a very able re- 
port. There are several questions 
which come into my mind which 
should be brought up. Is the Euro- 
pean aid all that we are going to be 
talking about? I mean, why pick out 
Europe when we know that there are 
close relations between all European 
countries and the rest of the world? 

Mr. Jacosy: Do you mean a 
Marshall Plan for Asia? 

Mr. Taytor: Asia certainly can- 
not be excluded. Particularly the re- 
lationship with the independent do- 
minions and some of the major colo- 
nies cannot be excluded. The ques- 
tion of Latin America also comes up. 
Latin America, of course, at the pres- 
ent time is not in an emergency situ- 
ation, but there are many things on 
which European capital, European 
know-how, and American capital and 
individuals can meet on what you 
might describe as a neutral ground. 

Mr. Jacosy: The Krug Report 
said that, by increasing production 
through expanding capacity, by 
utilizing our existing steel capacity 
and the capacity for producing other 


2The report by Secretary of the In- 
terior Julius A. Krug on the resources of 
the United States and their relation to the 
Marshall Plan for aid to Europe was 
reieased on October 18, 1947 (see New 
Yérk Times and New York Herald 
Tribune, October 19, 1947, for abstracts 


of the main points of the survey). 
a 


i 


commodities more intensively, and 
by some allocation of scarce com- 
modities, the United States could 
supply the commodities required un- 
der the Paris Conference. But surely 
if we were to take on at this time, in 
addition, the task of exporting to In- 
dia and China what they might need, 
we would be faced with a strait jacket 
of control. 

Mr. Hoover: There is no doubt 
about that. On this point, I think, 
Taylor, I might disagree with you. I 
am personally of the opinion, if we go 
through with the European Marshall 
Plan, that during the period in which 
it is being carried on, let us say, four 
years or something of the sort, it will 
be possible for us to take on only ab- 
solute emergency aid in other areas, 
such as perhaps Korea, China, and so 
on. In other words, I believe that we 
will certainly have to limit our effort 
unless we are to wreck our economy. 

Mr. Taytor: Have we not had 
the experience of constantly under- 
estimating the problem? 

Mr. Hoover: There is no doubt 
about that. 

Mr. Taytor: When we extended 
the Greek and Turkish aid, that was 
followed very shortly by the Marshall 
approach. There are already signs, I 
would say, very intelligent signs, that 
we should be talking about the Far 
East. And particularly about the 
other areas which may be able to join 
with us. 

Mr. Hoover: I would not deny 
the importance of that, but I still 
return to my point that, without ex- 
traordinary control measures, there 
is a limit to what our economy can 
do. 

Mr. Jacosy: Certainly the recon- 
struction of a free society in western 
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Europe has a priority on our atten- 
tion. 

This morning the Council of Eco- 
nomic Advisers spoke on the effects 
of the Marshall Plan on domestic 
consumption and prices. They give 
us the bad news (but what I must say 
I think is the truth of the matter) 
that we must look forward to no tax 
reduction; to the reimposition of 
price control and rationing on some 
food products; to the curbing of 
credit; and to other measures to re- 
duce aggregate demand. Do you 
think that they have overstated the 
needs? 

Mr. Taytor: I have had a chance 
to read only the summary of the plan 
and certain other points which coy- 
ered particularly the question of pay- 
ments. But I agree that the price 
situation is something that is funda- 
mental. It is quite possible that we 
took off a great many controls too 
soon. I think that that is demon- 
strated by history. But whether we 
should put back controls or not or, if 
we do, which ones we can put back 
on are very debatable questions. 

Mr. Hoover: The point should 
be made, I think, that the report of 
the Council of Economic Advisers 
erred on the side of calling attention 
to the difficulties of carrying out the 
plan. It should be emphasized that 
there is a very real cost and that we 
must be prepared to meet it. I do not 
think that the plan should be sold to 
the American people on the basis that 
it is an easy way to export our sur- 
pluses. Actually few of those sur- 
pluses—almost none, in fact—still 
exist. 

Mr. Taytor: Actually did they 
not bring out fairly clearly the point 
that the amount of over-all exports 


which is indicated in the first year, as % 


well as in the over-all plan, is not 


greater and is perhaps less than the 
amount which we have been export- | 


ing, let us say, in 1947—particularly 
in the first half of 1947? 

Mr. Jacosy: That is right. We 
have passed the peak of exports in 
physical volume. But, on the other 
hand, we are now getting under way a 
construction boom, so that we are 


having demands for materials in the § 


United States which did not exist 
earlier in the year. 

Mr. Hoover: And it must not be 
forgotten that that export surplus it- 


self was already an inflationary factor ' 


upon our own economy. 
Mr. Jacosy: It cannot be said too 


strongly that there never was a more + 


inconvenient time for the United 
States to ship merchandise abroad 
than at present. 

How should this aid to Europe be 
financed and administered? Ought 
we to give it away or lend the money 
and expect repayment? I know that 
your committee has been considering 
this matter, Hoover. What is your 
own personal view of it? 

Mr. Hoover: I want to emphasize 
that it is my own personal opinion 
and not that of the Committee. I am 
convinced that a large part of what- 
ever aid is given must be in the form 
of a gift, because I am convinced that 
we will not be able to get repayment 
for the major portion of the advances 
which are made. 


I would say that I think that there | 


is some possibility of repayment 


through strategic materials and that © 


sort of thing. Even that involves a 
special problem in terms of financing. 
But it would be a great mistake sim- 
ply to put off the day of reckoning by 
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making loans and then having an- 
other crisis when they came due and 
the balance of payments of these 
countries did not make it possible for 
them to repay. Consequently, I say, 
at any rate, that food, fuel, and fer- 
tilizer should be furnished as an out- 
right gift. We might as well face up to 
the fact that it is a gift—that is what 
it will be and, of necessity, must be. 

Mr. Jacosy: I am not sure that I 
agree with you on that point. It 
seems to me that we may get more 
effective use of the commodities if 
they are loaned to the recipients and 
not given to them. It seems to me 
further that the loans ought to be 
tied to specific commodities. We 
should not repeat the mistake which 
we made in the case of the British 
loan where a considerable amount of 
that loan was spent on nonessentials 
—films, tobacco, and so forth—and 
the day was delayed when the British 
economy was able to support itself. 

Mr. Taytor: If we are going to be 
frank with ourselves, do you not 
think that a great deal of that diffi- 
culty was our fault? We underesti- 
mated the amount of money which 
was necessary to stabilize the British 
situation, and we required converti- 
bility far sooner than was possible. 

Mr. Jacosy: That is true. We 
made mistakes, and what I am sug- 
zesting is that we ought to profit from 
them this time. 


Should we set up a new corpora. - 


‘ion to administer this Marshall 
Pian aid? Winthrop Aldrich has sug- 
zested that a United States corpora- 
‘ion for reconstruction should be es- 
‘alelished which would administer the 
ofan and presumably be independent 
ofthe State Department. I would 
ike to ask Taylor that question be- 


cause he has had some experience in 
this field. 

Mr. Taytor: I do not think that 
one can look with any favor on such a 
proposal. We have had so much ex- 
perience already with setting up sepa- 
rate corporations and separate agen- 
cies which always tended to develop 
their own foreign policy. There is a 
first-class example in another field. 
We have just acquired a Department 
of National Defense. This was neces- 
sary because we had each armed mili- 
tary service developing a military 
policy of its own; and the same thing 
applies triply to our foreign policy. 
We cannot have “Rover Boys” de- 
veloping their own foreign policy. 

Mr. Hoover: But there is the 
point that if a man of sufficient cali- 
ber is to be found to carry out a Mar- 
shall Plan under some form of admin- 
istration, he will have to be given a 
degree of authority and responsibil- 
ity such as to enable him to carry it 
out and, indeed, such as to enable the 
President to induce somebody to ac- 
cept that kind of responsibility. It is 
perfectly true that it must be very 
closely tied in with American foreign 
policy, because it is indeed the very 
essence of our policy during the next 
four or five years. 


Mr. Jacosy: Secretary Marshall, 
I think, in the end will have to decide 
how the Marshall Plan aid shall be 


administered. 


Mr. Hoover: I think that we 
should make this point very strongly: 
I do not know whether you would 
agree or not, it is the necessity for ad- 
ministering the aid from year to year 
so that it can be adjusted to the mini- 
mum amounts which are necessary 
and so that we can see that the things 
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which we want to be done as a condi- 
tion for giving this aid are actually 
carried out (I refer to currency sta- 
bility, to production of coal, to the 
removal of trade barriers within 
Europe, and to matters of that sort). 
Those are things which do not in- 
volve interference with the sovereign- 
ty of other countries but are certain- 
ly reasonable conditions for us to set 
up for that. 

Mr. Taytor: There is one point 
to which I would like to come back. 
I think that a corporation is extreme- 
ly desirable for a number of reasons, 
particularly in that it would mean 


that we would not have to deal too 
much with a one-year congressional 
appropriation situation. There are 
certain types of restoration and pro- 
ductive facilities which cannot be 
handled through annual appropria- 
tions for aid. 

Mr. Jacosy: We have agreed that 
aid to Europe is essential. We think 
that the aid requested at the Paris 
Conference might be cut down and 
that internal stabilization may help 
to eliminate the need for much of it. 
But the United States can wisely ex- 
tend aid. The costs are going to be 
heavy. 
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What Do You Think? 


. Will American aid to Europe make us poorer, or will it give us full employ- 
ment and make us prosperous? Is it the “‘most inconvenient” time in our 
history to ship merchandise abroad? Discuss. How much can the United 
States “afford”? What measures are necessary to limit domestic consump- 
tion and to prevent price inflation? 


. What has been the rate of aid to Europe during 1947? How great was the 
national income of the United States during 1947? Has this been “Opera- 
tion Rat Hole”? Is aid to Europe, under a Marshall Plan, a stop-gap 
measure? Will it go on for years? 


. Can we aid Europe to the extent of five to eight billions a year and reduce 
taxes too? Will aid to Europe force up domestic prices so much that we 
must adopt rationing and price control? If we adopt these controls, will it 
be necessary also to adopt wage controls? Discuss. 


. What would happen if we exported Io per cent of our steel? How acute is 
the domestic shortage of steel? With present steel prices and with the stock 
market and investment conditions what they are, at the moment, is it 
possible or wise to expect major steel expansion? Discuss. Should steel 
prices be raised to encourage expansion in capacity? What are the infla- 
tionary effects of a greater demand for steel? 


;. How much food can America afford to send to Europe? What will happen 
to domestic food prices? What is happening to wheat prices as a result of 
the government’s program of sending five hundred million bushels of wheat 


abroad? 


. Are loans or gifts more costly to the American economy? Should we give 
Europe five to eight billion dollars a year and allow prices to rise in America 
to absorb this inflationary pressure? Should we make loans or allocate 
goods and adopt price control and rationing to prevent the additional costs 
on each family budget? How should such loans be financed? Should we 
make no loans at all on the grounds that they will ruin the economy of 
the United States? Discuss these alternatives. 


Should any conditions be attached by the United States to the spending of 
aid by European countries? What will be the probable effect of such aid 
_ upon the economies of the sixteen European countries? Upon the European 
“economy as a whole? Should the State Department be in charge of the 
“spending? Should some other agency? Should the money to finance 
the Marshall Plan be raised by taxes? By loans? Discuss. 
j II 
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